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REF: STATE 45402 

1 . SUMMARY. EMBASSY APPRECIATIVE OF DEPUTY ASSISTANT SECRETARY 
BILLER'S INTERVENTION WITH AMBASSADOR TRUCCO. TEXTS OF 
RESOLUTION 98 AND ORDER 431 PURSUANT TO IT BEING TRANSMITTED 
TELEGRAPHICALLY. DEPARTMENT WILL NOTE THAT RESOLUTION 98, 

WHICH ITSELF ONLY GIVES EFFECT TO LAST PARA OF DL 1297 BY FINDING 
NO USG DISCRIMINATION AGAINST CHILEAN SHIPS, DOES NOT REMEDY 

DL 1297'S EFFECTIVE BAR TO US-FLAG CARRIAGE OF WAYPORT CARGO. 

FOR THIS REASON, AND AGAINST POSSIBILITY THAT RESOLUTION 98 
AND ORDER 431 MAY THEMSELVES BE ENFORCED IN DISCRIMINATORY 
MANNER AGAINST US SHIPPING, WE TRUST THAT DEPARTMENT AND FMS 
WILL MOVE THROUGH PRELIMINARY STEP OF SECTION 21 AS QUICKLY AS 
POSSIBLE IN ORDER TO GENERATE DATA USEFUL TO SUPPORT OUR INTER- 
VENTIONS HERE, AND TO BE IN A POSITION TO APPLY SECTION 19 
SHOULD THIS PROVE NECESSARY. END SUMMARY. 

2. RESOLUTION 98, SIGNED ON JANUARY 26, AND EFFECTIVE AS OF 
FEBRUARY 4, IMPLEMENTS THE FINAL PARAGRAPH OF DECREE LAW 1297 
BY ACKNOWLEDGING US SHIPPING RECIPROCITY WITH CHILE. HENCE, 
PRUDENTIAL AND LYKES WILL BE ABLE TO TRANSPORT UP TO 50 PERCENT 
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OF CHILEAN GENERAL EXPORT CARGO TO US GULF, ATLANTIC AND PACIFIC 
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PORTS. ON ITS FACE, THIS RETURNS THE SITUATION TO THE FIFTY- 
FIFTY SPLIT WHICH OBTAINED BEFORE LAST YEAR'S INTERPRETATION 
OF THE VALUE-ADDED TAX (VAT) AS A SUBSIDY GAVE CHILEAN FLAG 
SHIPS A PRESCRIPTIVE RIGHT TO ALL EXPORT CARGOES. 

3. KEY QUESTION WITH REGARD TO REQUIREMENT OF FIFTY-FIFTY 
SPLIT IS HOW IT IS ENFORCED. IN PRE-VAT PERIOD, IT BEING 
APPARENT THAT CHILEAN FLAG SHIPPING PICKED UP MORE US-BOUND 
CARGO THAN DID US-FLAG SHIPPING, IT WAS NOT CONSIDERED NECESSARY 
TO BE CONCERNED OVER WHICH SPECIFIC CARGOES WENT TO WHICH FLAG. 
NO WAIVERS WERE REQUIRED IN THIS EARLIER PERIOD. LYKES AND 
PRUDENTIAL WERE HAPPY WITH AN ARRANGEMENT WHICH GAVE THEM DE 
FACTO THE BENEFIT OF OPEN COMPETITION, AND WOULD BE PLEASED 
TORETURN TO IT AGAIN. 

4. WITH PROMULGATION OF RESOLUTION 98, HOWEVER, IT NOW APPEARS 
THAT FIFTY-FIFTY SPLIT WILL BE APPLIED TO ALLOCATION OF INDIVIDUAL 
CARGOES. ORDER NUMBER 43 1 TO THE PRESIDENT OF THE CENTRAL BANK 
(CB) SIGNED BY MINTRANSPORT GARIN ON JANUARY 29, AS WE READ IT, 

ASKS THE CB TO STAMP 50 PERCENT OF ALL EXPORT CARGO MANIFEST FOR 
LYKES OR PRUDENTIAL AND TO REPORT TO THE MINISTRY OF TRANSPORT 
THE ALLOCATION THUS MADE. ACCORDING TO A SOURCE IN THE MINISTRY 
OF TRANSPORT, SUCH ALLOCATION WOULD BE BASED ON EXPORT 
REGISTRATIONS, AND WOULD BE MADE DAILY AND AT RANDOM. AT 
LEAST IN THEORY. 

5. DEPARTMENT WILL OBSERVE THAT 98/431 IN EFFECT PROPELS US 
SHIPPING INTO A KIND OF NORTHBOUND CARGO POOL, WITHOUTS ITS 
CONSENT AND UNDER RULES WHICH THE SHIPPING COMPANIES DID NOT 
THEMSELVES NEGOTIATE. OPEN COMPETITION WOULD NOT EXIST. WE 
HAVE AN ADDITIONAL CONCERN, THAT THE ALLOCATION PROCESS MAY NOT 
BE AS RANDOM AS THE CHILEANS SAY IT WILL BE. IF THE GAME CONTINUES 
TO BE PLAYED AS IT HAS BEEN IN RECENT PAST, THE LESS HIGH- 

PAYING CARGOES WILL BE ALLOCATED TO US-FLAG CARRIERS. IF, ON 
THE OTHER HAND, ALLOCATION IS MADE ON TRULY RANDOM BASIS, A 
SITUATION MIGHT ARISE WHICH WOULD BE FAVORABLE TO US SHIPPING 
COMPANIES. UNDER DE FACTO OPEN COMPETITION IN PAST, US-FLAG 
SHIPS PICKED UP LESS THAN FIFTY PERCENT OF US-BOUND CARGOES. 
ASSUMING NO DISCRIMINATION ON BASIS OF REVENUE YIELD, US-FLAG 
SHIPS MIGHT REPEAT MIGHT NOW BE ABLE TO COUNT ON A FULL FIFTY 
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PERCENT WITH ENHANCED REVENUES TO THEIR OWNERS. 

6. ECON COUNSELOR HAS ASKED PRUDENTIAL REP (GORMAN) TO CONVENE 
THE AGENTS'SQOMMITTEE, TO HAVE THAT COMMITTEE EXPLORE WITH 
MIN TRANSPORT AND CB SPECIFICALLY HOW RESOLUTION 98 AND ORDER 
431 WILL AFFECT THEM, AND THEN TO NOTIFY CONCERNED EMBASSIES 

OF WHAT THEY FIND OUT. ECON COUNSELOR IS ARRANGING APPOINTMENT 
WITH CHIEF OF MARITIME DEPARTMENT OF MINTRANSPORT. WE WILL 
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REPORT ALL THESE REACTIONS TO DEPARTMENT. WE SUSPECT THAT GOC 
WILL TAKE THE POSITION THAT 98/431 DOES US SHIPPING A FAVOR. 

WE ALSO BELIEVE THAT GAIN OR LOSS FROM 98/431, IF ANY, WILL BE 
HARD TO DOCUMENT EXCEPT OVER TIME, ON THE BASIS OF EXPERIENCE. 

7. IN MEANTIME, WE STILT. HAVE TO TAKE UP WITH CHILEANS THE 
MATTER OF WAYPORT CARGO PRESENTLY BARRED TO US SHIPPING BY DL 
1297. THIS, TOO, WILL REQUIRE ASSESSMENT OF RECENT LOSSES OF 
CARGOES, AND LIKELIHOOD OF LOSS IN FUTURE. WE HAVE REASON TO 
BELIEVE THAT INFORMATION SUPPLIED BY CSAV (CHILE AN-FL AG COMPANY) 
TO THE GOC, INCLUDING IUNTA MEMBER ADMIRAL MERINO AND ODEPLAN 
MINISTER DIRECTOR KELLY, MISSTATES THE PERCENTAGES OF CARGO 
ACTUALLY CARRIED BY US-FLAG VERSUS CHILEAN-FLAG SHIPPING. 

DATA DEVELOPED BY SECTION 21 PROCEDURES WOULD BE MOST PERSUASIVE 
ON ARGUING NOT ONLY THE CASE FOR ACCESS TO WAYPORT CARGO, BUT 
FOR A RETURN TO DE FACTO OPEN COMPETITION, SHOULD THE ALLOCATIVE 
PROCESS NOW CONTEMPLATED WORK TO US-FLAG DISADVANTAGE. WE 
HOPE, TOO, THAT DEPARTMENT AND FMS MAKE SECTION 19 PROCEDURES 
A REAL AND TIMELY POSSIBILITY, SHOULD WE NEED THEM. 

POPPER 
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